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9 March 19 72 



KEMORANDUM FOR THE RECORD 
SUBJECT; 



Possible Diversion of Weapons Grade flu clear 
Materials to Israel by Officials of the Nuclear. 
Materials .and' Equipment Corporation (NUMSC) 



1. . From 19^7 until the Atomic. Energy Act of. 1954 all 
special nuclear, material was owned by the United States 
Government and with certain exceptions was held by the AEC 
and its cost type- contractors operating Government owned and/or 
c on t r o lie d f a ci 11 ties, 
participation in the w 
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atomic energy, While the material ' 
as still owned by the U*S.- 3 'it v/as more widely held by ' 
Government contractors and by licensees who were not Government 
contractors. Legislation in 196 4. made private ownership of 
special nuclear material permissible." The 195^ Act authorised 
the AEC to regulate the use of these materials and to guard 
against loss. or diversion. In setting up regulations to 
enforce -the control of material, the Commission concluded that- 
the physical protection and accountability controls which 
licensees as prudent businessmen would .maintain over special 
nuclear material because of its intrinsic value and their 
responsibility for its loss or damage and the severe criminal' 
penalties provided by AEC's governing legislation would' 
adequately protect the national interest from, the standpoint ■ 
of unlawful diversion. In 1955 a policy, was adopted along 
these lines by the AEC . In May 1955, the AEC concluded that 
a change toward tighter controls was in order and' the 
Commission amended their regulations on 25 January 19&7* 

2, In 1957 Dr. Z aim. an Mordechai Shapiro left tfestinghouse 
and established a firm called. huciear Materials and Equipment 
Corporation (NUI'TEC) . In Apollo.,. Pennsylvania. Instrumental 
In the financing of. the new firm v/as a Pittsburgh industrialist 
n am e d D a v I d L Lowenthal, a longtime, close, -personal friend 
of Shaoiro, 
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. 3* NtftEC owned and operated a uranium processing- facility- 
at Apollo, Pennsylvania." ■ It first received material under 
lease arrangement in December 1957 snd received Its first 
material as an AEC contractor. In December .195 7> . From-" the 
st art up' through 31 December I966 MU-MEC received 215756 kg 
of U 235 and shipped 19; 865 kg U 235 • reporting losses of about 
2:6t) i ;kg or . about. 1.2% of total receipts* Starting %o out i960 
•tfre\'.AEC '"began a continuing, but in .the.- opinion, of the- ••' • 
Comptroller General of the United States Ineffective,, -campaign 
to- get NUMSC to implement adequate .control of the. material 
InU&ts plant. This matter came to a head In •'November' 19&5 
wfen ; the. AEC made a detailed survey to; determirie total. losses •. 
si rice start up and to attempt, to .explain the "unexpectedly", 
high U 235 loss on the MAUL contract-. (V/estingh'duse;) ' The- * " 
survey established the loss" from 19-5.7"'. until 31 October . 19 65 
as:Vl : 78 kg U"2'35- Of this tot al y \8^',2: kg was eWti^at : ecI by . the' 
survey team to have been' lost through k no wrr loss.'- '.fiie•'ch^^i#r^ls , . 
(ll&L) and the remaining amount of '93.- 8 ,kg was . categorized as 
n T d;P.. MUF is defined as usually the 'result of. uncertainties 
in : - 'measurements 5 unknown losses and undetected' errors in' 

• records . In '196M, a f± r e _ accurra$ in the vault containing 

nuc le ar mat e ri als ' at NXJKEC 5 ' vml'ch - e f fective ly des trcyed". records 
I of the Input and output; .of v ; : material- The fixe occurred during.' 
a strike 'when the p lan "tT~was shut-down..' The AEC report on the- 
'November I965 survey presented the ' view . that' while it. could 
not be stated with certainty that diversion- did not take p lace. ^ 
the survey team found no evidence to- support the possibility ' 
of diversion* The Comptroller General found that he cause of 
the condition of NUME'C 7 s . re cords 5 they were unable t.o state an 
opinion on- the disposition of the MUF but had no reason to 
question the AEC conclusion with . regard to diversion. She 

• Comptroller had been asked to Investigate this situation- by 
/'an alarmed Joint Committee of the Congress on Atomic Energy 
/ ;on 7 September 1966- The' Comptroller General ? s report . -to 

'the Congress stated: "isotwlthst anding extensive reviews of 
'NUMEC's operations neither the AEC nor NUMEC have been able ■ 
to identify with a high degree of. certainty the specific 
causes of UANL material loss'." ; 
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. H. During the period August -.1958 to October 19.65* NUMEC 
shipped s'orrife h25 kg of U- 2 35. overseas to various parts of the 
world under some 2 8 different contracts, . The AHG report 
states the following: "Quantities in individual shipments^ 
domestic as well as", foreign, are not confirmed Independently, 
by-- the ASC. Such actions have been outside the scope of the. 
present AEC system of control of nuclear material.-.." Instead, 
reliance has been placed on a technical review .of . the 
shipper' s internal controls and Independent ly developed receive 
data. The validity of this approach is of course largely ■' 
dependent on the integrity, of the shipper and. the. receiver," 
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6. On the basis o'£ the foregoing, it must be assumed for* 
the purpose of U„S« national security that diversion of special., 
nuclear materials to Israel .by Dr. Shapiro and his associates . 
is-; a distinct possibility. Such a diversion "might be' 
evolutionary or revolutionar y, NUMEC was formed by Dr- Snap Ira . 
and; his associates in 1957 T 



7- On the other hand,, it is possible that the.- idea of . 
diversion didn s t occur until much, later when the existence or 
the reactor at Dim on a v.* as- . di s cove re d 
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|It is Interesting in this connection 

'to.- ..quote fr ; om the AEC investigation- of 1965 when the AEC 
team requested NUMSC- production control and process 
engineering records on the V/ANL and other contracts: "All 
efforts in this direction were . negated when it was learned 
that many of the requested records had been Inadvertently 
destroyed by supervisory^ personnel during a * clean-up* 
campaign at the time of an emp.l.oyee: ; strike. ^ January: 1 to 
February 25, 1964." •. (This was in addition to the fire 
mentioned in paragraph 3 above.) 

9- To the. best of our know-ledge,, the strike .which, gave 
supervisory personnel free run of the facility, pinpoints: 
the -••time at which the material could have been' most easily 
diverted to Israel and the time at which evidence -of s^uch a 
diversion could best be covered" uo. Given the state of 
affairs at NUMSC from 1957 on, ;: a diversion cou Id-have.' o.ccurred;-_ 
at5;H£ny time, but the period J anuary — ' February: I^^.is • 'ce-^t'aihly 
the^most suspect. With ' regard to* the. .^ateriaLitseif .it 
co : ul;d. have been shipped in less than critical lots- of say. 
twenty pounds per lot. Lead coated or nickel plated, it 
would present no radiation hazard and .could- have eg'siiy gone 
by : ^diplomatic pouch or Israeli merchant ship .or- even EL Al 
Airlines . Transportation of diverted material, t o Israel 
would have been a simple- matter. 

10 o In September 1969 CIA- was informed by the ■ FBI' that 
Shapiro had been interviewed by AJEC officials on 1A August 
I96.9... On the basis of information, developed during, the 
interview, .parti eularly ShapiroVs statement that Me had never 
furnished classified information to ••unauthorized persons., the 
- AEC- has advised that it does not contemplate further action- 
on this matter. The FBI informed CIA that while they had 
developed information clearly pointing to Shapiro *s pronounced. 

pro-Israeli sympathies and cl o se contacts with Israeli 

officials I 

the F3I believed that further investigation would be unlikely 
to produce any facts leading to conviction and • therefore 
were terminating their active Investigation. It should- be 
noted that the AEC meeting with Shapiro was not coordinated 
with CIA although the AEC was- well aware of CIA's interest in ' 
the affair- CIA attempts- to persuade the FBI to continue the 
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investigation proved fruitless 



Withheld from public release 
under statutory authority . 
of the Federal Bureau of 
Investigation- 

EOIA 5 USC §5.52(b)(7)(C). 



11.- In June X§#Q: Shapir-o--r>3si'gn^d 1 -, ii^op^.MM^\ arid, took 
a bos it Ion -as VI c.e' ; |re siickvnt ; for Re s;e ar ch - a ndjj ■ Bevte &ppnlen t 
v;lt;fa Kavrecki . 3e ry Iqo.: G Q5np;& : hy- in- Temp le',' ■ Pa..-. 



Sfr&fo.iro left KaWecki '.Be-.a^yylrco • ari<&; took a-;,nqs-ttI;ori- : as - executive 
as=sp|'t ant t o We st inghou's e b re e^;r y -r^act or ; ' di vib-i orrs " - gene ral 



manager. "To q.uofce . llja ^ gfor& '6;Z ^Mfefejg 
Wes-t5lnghouse he 1 11 
Pai|l,Flux .Test -Fad 



b : e - : gi'vi'-ng guIXfence' a aid adyie;§-'.;bn- the 
:i4-ty /project'^and b ?ee;dgr -.M special 
eoE:e,ehtration on' fuel. K 
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